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PREFACE 


In today’s world of chaos, when more and more people are turn- 
ing to Christianity as the living hope for mankind, the church has 
come to play an increasingly important role in our way of life. 
In it each person, including the businessman, has the privilege 
and responsibility of using the talents with which he has been 
endowed. 

This study is then intended not only to challenge the Christian 
businessman to do his part but also to introduce him to certain & 
essential elements of information needed for effective church con- 
trollership. It is sincerely felt that if stewardship of this type 
can be encouraged, the cause of Christianity will be advanced 
materially. 

Emerson O. Henke 
Baylor University _ 


Waco, Texas 
September, 1954 
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I, INTRODUCTION 


The large business unit of today is extremely different from 
the typical nineteenth century shop. Our present economy calls 
for specialization and dependency. While our forefathers were 
required to perform a large variety of tasks around the small shop 
with which they were associated, the present employee is expected 
to be a specialist at doing one operation well. Since this makes 
him dependent upon other specialists for their services it necessari- 
ly means that more money changes hands in our present economy. 
It easily follows then that the fund handling and record keeping 
functions are much more important in our present business world 
than they were fifty or one hundred years ago. Much the same 
thing has happened among our churches without proper recognition 
by pastors and church members of the increased importance of 
these operations. 

Few urban church members today feel disposed to participate 
manually in erecting or repairing church buildings, providing 
janitorial service, or aiding in the performance of other tasks 
around the church property. Yet, many of their parents and 
grandparents looked upon these tasks as a normal part of church 
membership. In that situation only a small amount of cash was 
actually handled by the church. Very often the pastor’s meager 
salary was the principal reason for any cash being handled at 
all. The typical church, like most business units, has followed 
the trend toward specialization of effort and division of labor. 
It generally employs a janitor to clean and maintain the property. 
When the roof needs repairs a contractor is engaged, and when 
meals have to be served a cook or catering service is used. All 
of this means that each church member has accepted the responsi- 
bility of giving more dollars and less personal effort to the opera- 
tion of his church. Such specialization coupled with the large 
increase in church membership and the cheap dollar has helped 
to account for the fact that protestant churches handled funds 
amounting to approximately $1,138,000,000 in 1950.! 

Do not these observations clearly show that the church of today 
has a tremendous need for adequate fund handling procedures 
and accounting records? Yet, this phase of church administration 
is often poorly organized. Many churches have carried the 
division of labor in financial operations only to the point of hiring 


1Southern Baptist Handbook, 1951, Sunday School Board of Southern 
Baptist Convention, Nashville, Tennessee, pp. 109-113. 
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one person to assume all duties of handling funds, keeping the 
books, and preparing reports. The internal control weaknesses 
of such a plan are obvious. Too often this person also has little 
knowledge of what the objectives of church records are and thus 
does an inadequate job of carrying out the record keeping and 
reporting phases of his or her responsibilities. Where this situa- 
tion exists the businessman can render an important service by 
examining and improving the accounting system and fund handling 
procedures. 

At this point the reader will most probably surmise that church 
operations are significantly different from the operations of a 
business and thus conclude that he cannot apply his business ac- 
counting and fund handling techniques to the church unit. It is 
thus a purpose of this paper to show the businessman that, even 
though the financial affairs of a business unit may differ materially 
from those of a church, his talent can be used to assist his church 
in improving the management of its important financial operations. 


II], AN ANALYSIS OF OBJECTIVES 


A. Objectives of Church Accounting Records. 


What should the financial records of a church achieve? Let us 
begin by considering some of the objectives which a church 
accounting system should accomplish. From study and observation 
it may be said that church records should :? 


1. Provide a guide to effective operations. 

2. Provide adequate internal control for all funds handled. 

3. Provide a historical record of the church’s financial opera- 
tions for local and central agency reporting. 


B. Measurement of Efficiency of Operations. 


Business records should achieve the above-mentioned general 
objectives plus certain others. However, in providing a guide 
to effective operations, emphasis in business records must be 
on determination of profits or losses from operations and the 
development of decisions resulting therefrom. In a church the 
profit motive is eliminated and effective financial operations occur 
only when funds are used in such a manner as to best extend the 


2Emerson Henke, “Practical Accounting Procedures for Prostestant 
Churches,” (Unpublished D.B.A. dissertation, School of Business, Indiana 
University, 1953), pp. 12, 13. 
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cause of Christianity.2 In most churches the disposition of funds 
felt to best achieve this end is determined by committee study 
and congregational approval of the budget. It is therefore neces- 
sary to provide a system of record keeping which will facilitate 
the preparation of reports showing the extent of compliance with 
or departure from the plan of financial operations originally 
adopted. The church worker must then stand ready to modify 
accepted business accounting procedures to accomplish this end. 

In the light of the above-mentioned objectives, let us now observe 
the weaknesses which are frequently found to exist among church 
accounting systems. Effective operation of a church, it has been 
noted, cannot be measured by monetary gains or losses. Fund 
accounting techniques, either complete or modified, must be used 
to make measurement of achievement possible. The church must 
provide a plan of action through the medium of an adequate budget 
democratically adopted. It must also provide procedures and 
records which will clearly show lack of adherence to the plan as 
outlined by the budget. It should give its officers a means of 
periodically checking actual revenues and expenditures against 
amounts budgeted. It must point up the need for remedial meas- 
ures when such are necessary. Church accounting systems fre- 
quently fall short of these goals.* Often budgets are inadequately 
planned. Some figures developed by two or three people or taken 
from the previous year’s budget too frequently become the budget 
for the church. The development of the budget should be a creative 
project completed only after a consideration of all aspects of the 
church’s operations. The group given this responsibility must be 
large enough to be representative of the various phases of. work 
in the church so that the proposed budget may be the most effec- 
tive program the church can achieve. The budget committee must 
also be small enough to encourage debate and discussion as the 
plan is developed. 

The failure of the officers to follow the accepted budget in 
carrying out the financial operations of the church is another 
common weakness of church financial management. Once adopted 
by the congregation the budget should become the guide for opera- 
tions unless a revision is approved by that same body. All too 


frequently church officers assume the authority for making such 
changes. 


3Albert W. Beavin, The Local Church (New York: Bingdon Cokesbury 
Press, 1937), p. 144. 


4Henke, op. cit., pp. 49-51. 
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Budgets often are not used to the best advantage for comparative 
purposes. Annual figures for both revenues and expenditures 
should be divided into appropriate monthly amounts so that actual 
results may be compared with the budgeted amounts at each offi- 
cers’ meeting. Such apportionment must consider the seasonal ele- 
ments in church operations insofar as both revenue and expenditure 
items are concerned. For effective guidance of operations, com- 
parison should also be made with the pertinent previous year’s 
actual data. A comparative receipts and disbursements statement 
should be rendered to the officers each month. They should also 
have a cumulative statement of revenues and expenditures and a 
balance sheet prepared for them at the end of each quarter. The 
statement of revenues and expenditures should be different from 
the cumulative receipts and disbursements statement in that it 
should include expenditures for which the church was obligated 
but had not paid. 

Revenues would normally be the same as cumulative receipts. 
Inasmuch as most church pledges contain clauses allowing the 
church member to change his or her pledge when it is felt neces- 
sary, it seems contrary to the realization convention in accounting 
to recognize them as revenue until they are received in cash. 

Insofar as possible, data on both of these statements should 
be grouped on a functional basis. For example, the accounts 
representing cost of religious education should be grouped so that 
total outlay for that purpose may be readily portrayed. 

At the end of each year it is desirable to include in the annual 
report to the congregation the two previously mentioned quarterly 
statements for the fourth quarter together with narrative com- 
ments from the pastor and officers interpreting the data. Graphs 
reflecting pertinent relationships on a chronological and compara- 
tive basis can also make the report more useful. Such things as 
average church membership, member participation, and contribu- 
tions per member can be effectively presented through these media 
for a period covering four or five preceding years and the current 
year. The relationship of benevolences to total expenditures for 
each of the years may also be presented graphically. 

Churches often operate without a definite chart of accounts. 
This practice reduces the effectiveness of comparisons and often 
makes the reports difficult to interpret. A chart of accounts can 
be developed in most churches by working from the annual report 


SIbid., pp. 296-298. 
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which is required to be made to the association, conference, synod, 
or other central agency. This procedure will assure proper classi- 
fication for that report and subdivisions can be used to provide the 
necessary information for effective local periodic reports. Need- 
less to say the items in the budget should be organized on the 
same basis as the chart of accounts. Common expenditure category 
divisions found in many protestant churches could be outlined as 
follows: 
Local Expenditures 
Salaries 
Building and grounds maintenance 


Religious education expense 
Current operating expense 


Benevolences 
Local 


Denominational 


C. Internal Control Weaknesses. 


In considering the second objective we find that lack of proper 
internal control is probably the most glaring weakness of most 
church accounting systems. The causative factors of inadequate 
personnel, improper attitude, and inadequate knowledge as to 
what constitutes proper control procedures seem to underlie this 
weakness.° 

Since an adequate division of duties is fundamental to any 
system of control let us consider the number of persons generally 
participating in the handling and recording of church funds. The 
typical arrangement for a medium sized church is to allocate 
those responsibilities to one or two persons.’ Most efficient busi- 
nessmen would not even consider using one person as a combina- 
tion cashier and bookkeeper. Yet, these same businessmen often 
allow the church to hire one financial secretary to be given all of 
the responsibility of handling funds together with those of record- 
ing and reporting financial data. Consider also the fact that church 
contributions, by their very nature, are more vulnerable to em- 
bezzlement than business receipts. In a business enterprise the 
customer expects to receive certain tangible goods in exchange for 
his money. This in itself makes such receipts easier to control 
than church contributions where no tangible goods are expected to 
be received by the contributor. Isn’t it inexcusable then to allow 


6Ibid., pp. 81-88. 
7Ibid., pp. 79, 80. 


10 BAYLOR BUSINESS STUDIES 


church funds and records to be handled by one person? Here 
again one can see the responsibility the businessman has in help- 
ing to provide an adequate staff for handling and recording the 
finances of his church. 

Improper attitudes toward internal control provisions often 
arise from the feeling that church people are basically honest and 
that controls which are normal in a business unit are thus not 
necessary in a church accounting system.’ Frequent news stories 
of embezzlements discovered, even without adequate detecting con- 
trols, reflect the naiveté of such a premise. In one instance a 
pastor observed that in the short time since an adequate system 
of control had been installed some small embezzlements had been 
discovered. No one can determine how many such embezzlements 
had occurred prior to the installation of the system. Furthermore, 
the church should motivate persons toward honesty rather than 
tempt them to be dishonest. With inadequate controls it is doing 
the latter. An ineffective system can also provide the basis for 
unjust accusation of an innocent, conscientious worker. Suppose 
that our economy moves toward recession. What would happen 
to contributions in the average church? Of course, they would 
decline. If some faithful worker has been given the responsibilities 
of both handling funds and keeping the records, he might possibly 
be suspected of embezzling receipts. Thus, an irreparable injustice 
could result from such a situation because the person would have 
little basis for proving his innocence. Aside from the financial 
losses which the church may suffer we may then conclude that 
such an attitude is also not conducive to a Christian influence nor 
is it fair to the conscientious worker. 

Another condition often present may be described as a “take the 
easy way out” or a “don’t take the job too seriously” attitude. 
Where this is the case, no system, no matter how carefully de- 
signed, will provide for adequate controls or adequate reporting. 
As an example, one church accounting system called for a counter- 
signature by a voluntary treasurer on all checks after the paid 
financial secretary had written and signed them. To simplify the 
procedure this treasurer would periodically pre-sign a group of 
checks and pass them on to the financial secretary for completion 
as she needed them. Under this procedure, of course, the counter- 
signature accomplished practically nothing insofar as the control 
of disbursements was concerned. Each- businessman who is a 


8Ibid., p. 84. 
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church member then has an obligation to discipline himself to a 
proper attitude and to assist in the education of others toward 
a proper concern for both internal control procedures and their 
responsibilities as church officers. 

Men associated with business operations are generally aware 
of the need for proper internal control measures. Their account- 
ants know how to organize the records, reports, and fund handling 
procedures in such a way as to provide the necessary checks. 
Church administrators, however, often do not possess this informa- 
tion. They are frequently oblivious to the possibilities of embezzle- 
ment and misuse of funds and are thus not aware of the necessary 
safeguards. The businessman can point out these needs, and the 
accountant can design a system embodying proper procedures. 


D. Historical Data. 


The file of historical financial data is also often inadequate. 
Federal tax regulations and certain other factors have to some 
extent forced business establishments to maintain proper records. 
Churches are not subject to such regulations and thus frequently 
have no orderly procedure for filing historical financial data. All 
journals should be filed in the church office after the financial data 
has been recorded in them. An orderly file should also be main- 
tained for copies of all financial reports. Pledge record ledger 
cards should be kept for three or more years after being used 
before they are discarded. 


III. GENERAL ELEMENTS OF 
AN EFFECTIVE SYSTEM 


Having observed some of the weaknesses of a typical church 
accounting system let us now turn to a consideration of the ele- 
ments to be incorporated into a sound program for handling and 
recording the finances of a church. Any set of procedures must, 
first of all, be directed at achieving the objectives set out earlier 
in this paper. On the other hand they must be practical within 
the limitations of available volunteer personnel. In other words 
the system must be simple to operate and require as little time 
as possible within the material achievement of the above-men- 
tioned objectives. 


A. Pers-unnel. 


Fundamental to the achievement of the internal control objective 
is the provision for an adequate division of responsibilities. Insofar 
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as possible the handling of funds must be separated from the 

recording of data relative to them. It is therefore suggested that = 
at least four persons be given responsibilities in these procedures. 

In most churches three of these can be volunteer workers doing 

the tasks customarily assigned to the overworked church treasurer. 

The names receiving officer, controller, and disbursing officer are 

descriptive of their respective responsibilities and may well be the 

names by which they are designated. 


B. Receiving Funds. 


Under the three officer arrangement the receiving officer should 
supervise and participate in the handling of funds received. Each 
Sunday he would arrange for two or more of the ushers to count 
and report to the controller the amount of the loose plate of- 
fering. He would deposit these funds in the bank within the 
next day or two. The ushers should place the unopened envelopes 
and checks (subsequently referred to as _ contributor-identified 
offerings) in a safe or night depository until they could be analyzed, 
recorded in the pledge record, and deposited by the church secre- , 
tary. A variation of this receiving procedure may be found in a 
some churches where a counting committee is used to handle re- 
ceipts.? Where such a practice is followed the entire offering is 
counted and analyzed by the committee immediately following the 
Sunday service. This procedure is also quite satisfactory and 
provides for proper control of receipts. The first plan, however, 
avoids the necessity of an immediate count of contributor-identified 
offerings and localizes the responsibility for this phase of the work 
in one person. Also it will generally make the task of securing a 
sufficient number of volunteer workers easier. 
Either of these methods of handling receipts contemplates the 
hiring of a part time or full time financial secretary to maintain 
the pledge record and perform other secretarial duties. Under 
the first plan this person would also analyze the contributor-identi- 
fied offerings. In either instance the paid secretary should be re- 
quired to report the amount of the contributor-identified offerings 
to the controller who would record them in the cash receipts journal. 
Very likely it has been observed that, under the receiving officer é. 
plan outlined above, the paid secretary handles contributor-identi- 
fied offerings, prepares a report of them, and also records the 
amounts contributed in the pledge record. Special procedures 


9Ibid., p. 57. 
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must then be provided to assure proper controls for funds of this 
type. As observed earlier, such funds are even more vulnerable to 
embezzlement than business receipts because tangible goods and 
services are not given in exchange for them. In a business trans- 
action the customer would object if he did not receive the mer- 
chandise or services for which he paid and is thus counted upon 
to provide an element of control for receipts from sales. A check 
similar to this, however, can be provided by requiring that periodic 
acknowledgements of contributor-identified receipts be made to 
members contributing them. The procedures should call for the 
acknowledgements to be prepared from the pledge record by the 
paid secretary. The controller should verify the total of all 
acknowledgements with his record of contributor-identified offer- 
ings received. After he has accounted for any material difference he 
should mail them to members. Complaints should be directed to 
the controller or receiving officer so that any discrepancies may be 
discovered and investigated. It is also well to observe that acknowl- 
edgements should be sent to all members including those not mak- 
ing any contributions. This eliminates the possibility of the secre- 
tary misappropriating all receipts from an individual member and 
covering the defalcation by failing to prepare an acknowledgement. 


C. The Financial Records and Reports. 


Under the proposed system the controller should be primarily 
a record keeper. All receipts and disbursements should be recorded 
by him. At the end of each month he should prepare a report of 
receipts and disbursements from his records. At the end of each 
quarter he should bring into his reports, through the medium of 
a worksheet, the unrecorded encumbrances and obligations against 
the general cash balance so that a complete statement of revenues 
and expenditures can be presented to the officers. He should also 
prepare quarterly balance sheets. The task of countersigning 
checks would also generally be delegated to him. A large amount 
of time could be consumed in performing all of these duties. 
The records must therefore be designed to reduce this required 
time to a minimum if the system is to work smoothly. Thus, 
it is suggested that no ledger be used. Instead, the final receipts 
and disbursements records should be made up of two journals— 
one for receipts and another for disbursements. In order to pro- 
vide a means of accumulating balances without a ledger it is sug- 
gested that the chart of accounts be coded in such a manner that 
each main expense category carries a thousand or hundred series 


emt 
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number. The subdivisions can then be coded in units or tens. 
The following section from a chart of accounts illustrates how such 
a system would work. 


5100 Salaries 
5101 Pastor’s Salary 
5102 Salary of Religious Education Director 
Ete. 


5200 Other Current Expenditures 
5201 Music Expenditures 
5202 Printing and Office Supplies 
Etc. 


Other categories would be developed in a similar manner. Through 
use of these or similar code numbers the cash disbursements 
journal can be organized to provide a separate column for each 
main expense category. The last digit can be used to identify 
specific items within the columns. Thus, as an example, when 
the pastor’s salary is recorded in the column for salaries, the code 
number (1) can be placed beside it to give the necessary classifica- 
tion for the detailed information desirable in the monthly reports. 
At the end of each month both monthly and cumulative totals for 
each column should be analyzed according to the code numbers 
appearing in the column. A page from a model cash payments 
journal is shown in Illustration I.!° The controller should or- 
ganize his work so that he can record the month’s transactions 
just after the end of the month. He can also balance the books 
and prepare monthly statements at that time. Thus most of his 
responsibilities can be discharged with four or five hours of con- 
centrated work each month. This would not seem to be unreason- 
ably demanding. Such an arrangement also avoids the necessity 
of frequent interruptions of the controller’s everyday tasks to 
record the church accounting data. Entries in the receipts record 
will come primarily from the reports of the plate offerings and 
the reports of the contributor-identified offerings. Where the 
Sunday School is operated through the church financial program 
those receipts could be reported to the controller by the Sunday 
School treasurer and deposited to the church bank account by 
him or the receiving officer. These reports from the Sunday School 
treasurer would also become vouchers from which receipts would 
be recorded in the formal records. 


10]bid., pp. 286, 287. 
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D. Disbursement of Funds. 


Under the proposed plan the disbursing officer would be the 
third of the group of volunteer workers helping to handle the 
financial affairs and records of the church. He should have the 
responsibility of supervising and participating in the handling 
of disbursements. Purchasing procedures should be supervised by 
him. When invoices are received he should verify the authenticity 
of each claim by ascertaining that goods or services have been 
received and that the obligation has not previously been paid. 
After determining the account to which the expenditure should be 
charged, he should initiate and sign a check in payment of the 
invoice. The controller should supply the second signature on 
each check before it is mailed to the vendor. 


E. The Pledge Record. 


The paid financial secretary should analyze contributor-identi- 
fied offerings and post the amounts to the individual pledge cards 
normally maintained in the church office. ‘At the end of each 
month or quarter she should prepare contribution acknowledge- 
ments from the pledge record. These should be passed on to the 
controller for proof and mailing as discussed earlier in this paper. 
The financial secretary should also accumulate invoices and other 
pertinent vouchers. For convenience in the payment of small 
bills she should also have supervision of a petty cash fund kept 
in the church office and maintained on an imprest basis. 

F. A Functional Summary of the System. 

In the preceding discussion, the general responsibilities of the 
four workers chiefly concerned with the suggested accounting sys- 
tem have been set out. Fundamentally all of these tasks, in con- 
junction with committee responsibilities, accomplish four main 
functions. They are: 


1. Establishment of the budget 

2. Handling and recording funds as they are received 
3. Handling and recording the disbursement of funds 
4. Reporting the results of the financial operations 


The relationship of committees and officers to the four functions 
and the data related to each function can be summarized as fol- 
lows. First, the plan of operations was established through the 
adoption of the budget. It was first considered by the budget 
committee, then approved by the officers, and finally accepted by 
the congregation. For comparison purposes it was suggested that 
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each item of the budget be divided into monthly amounts by the con- 
troller. Illustration II shows how a hypothetical church budget 


might look after these steps have been achieved. 
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Proposed Budget for Year Ending December 31, 1953 
Jane Oct. Nove Dec, Total 
Receipts 
Pledge Contributions $4,000.00 }( $3,000.00 $3,000.00 %5,000.00 {40,000.00 
Plate Offerings 400.00 400.00 400.00 600.00 4,000.00 
Sunday School 200.00 300.00 200.00 300.00 2,200.00 
Ven's Work -0- -0- -0- 500.00 1,000.00 
Women's Work -0- 00 1,000.00 
Totals $4,600.00 | { $3,700.00 $3,600.00 
Expenditures 
Benevolences 
Local Causes 300.00 $ 300.00 $ 300.00 $ 300.00 $ 3,600.00 
Central Agen.Causes _1,000,00 1,000.00 1,000.00 1,000.C0 12,000.00 
Totals $1,300.00) ( 52,300.00 $1,300.00 $1,300.00 $15,600.00 
Local Expenditures 
Salaries 
Pastor $ 500.00 $ 500.00 $ 500.00 $ 500.00 $ 6,000.00 
R.E. Director 300.00 300.00 300.00 300.00 3,600.00 
Church Sec. 200.00 200.00 200.00 200.00 2,400.00 
Other Salaries 00 rome 200 00 600.00 
Totals ny 00 1,400 400.00 400.00 
Religious Educ. 
Lite & Supplies $ 100.00 $ 100.00 $ 100.00 $ 100.00 $ 1,120.00 
Athletic Fund ie -0- 50.00 50.00 200.00 
— Program 10.00 10.00 10.00 10.00 170.00 
Misc. Items 10.00 10.00 10,00 10.00 80,00 
Totals 120.00 120,00 170.00 3 170.00 $1,570.00 
Current Expenses 
Music $ 25.001($ 25.00 $ 25.00 $ 25.00 § 275.00 
Print. & Off Supe 150.00 150.00 150.00 200.00 1,600.00 
Expense Allow, 100.00 100.00 100.00 100.00 1,200.00 
Annuity Expense 50.00 50.00 50.00 50.00 600. 
Misc. Items 100.00 100.00 100.00 100.00 1,200.00 
Building Repair 50.00 400.00 100.00 100.00 1,500.00 
Utilities 200.00 150.00 200.00 200.00 1,800.00 
Totals $ 675,00 (00 725200 $ 775.00 $ 8,975.00 
Tot. Loc. Exp. 3195.00 495.00 29500 $2,345.00 
Total Min,Pud.Exp. 3 5495200 9795200 39595200 $3,645.00 9745200 
Reserves For 
Local Expenditures $ 552.50\($ (47.50) § 2.50 $1,627.50 $ 2,727.50 
Benevolences 552.50 (47.50) 2.50 1,627.50 2,727.50 
Total Goal Budget $4,600.00 | {$3,700.00 $3,600.00 $6,900.00 348,200.00 


Illustration II—ILLusTRATIVE PRoposED BUDGET 


The sequence of steps and the responsibilities of various persons 
involved in the handling and recording of cash receipts are shown in 
Illustration ITI. 

The next function listed is that of handling and recording cash 
disbursements. The sequence oi steps in this function is shown in 
Illustration IV. This illustration contemplates the use of purchase 
orders and receiving reports which may or may not be used depend- 
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ing on the completeness desired in the specific system. Some 
churches use an approval stamp in lieu of these to show that 
authenticity of invoices has been proved. 

The fourth function performed by these persons is that of 
providing reports for the church officers and and the congregation. 
These may be classified into two general categories, namely, interim 
and annual statements. In most churches the officers meet month- 
ly and thus require reports at least that often. A comparative 
receipts and disbursements report similar in .form to that shown 
in Illustration V can be used effectively for that purpose. 

Please observe that the report shows, in addition to the record of 
receipts and disbursements, the amounts that should be provided 
for obligations and encumbrances so that the net unobligated cash 
balance is reflected. A bank reconciliation is also provided in the 
illustrated statement. Most of the data for this report can be 
taken directly from the receipts and disbursements journals for 
the particular month. At the end of each quarter a cumulative 
statement of revenues and expenditures together with a balance 
sheet should be presented. Since no ledger is maintained, a 
worksheet must be used to assemble the data for these statements. 
In preparing this worksheet the controller should begin by enter- 
ing data from the balance sheet as of the end of the last year in the 
first two columns. The second pair of columns should be used 
to record the cumulative receipts and disbursements data from 
the journals. Another pair of columns can be used to record 
encumbrances necessary to meet budget commitments for benevo- 
lences and other causes and to reflect liabilities for unpaid bills. 
The data for the statement of revenues and expenditures and the 
ending balance sheet should be reflected in the last four columns. 


G. The Annual Audit. 


After all of these functions have been achieved there is still the 
annual task of auditing the church accounting records. Regardless 
of how adequate the records are, or how capable the persons 
handling them may be, there is still no justification for the failure 
to have such an annual examination of the books by an auditor or 
audit committee. Generally the membership of a church will con- 
tain a sufficient number of accountants who can be prevailed upon 
to perform this task as a part of their Christian stewardship. 
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| THE HYPOTHETICAL CHURCH 
a STATEMENT OF RECEIPTS AND DISBURSEMENTS 
December, 1953 


Actual Budget Actual 
Dec., 1952 Dec.,1953  Dec., 1953 


Cash Balance at Nov. 30 $14,230.00 $12,600.00 $12,290.00 
Receipts for December 
Pledge Contributions 4,650.00 5,000.00 5,815.00 
Plate Offerings 600.00 700.00 644.00 
Sunday School 210.00 200.00 215.00 
Designated Offerings 310.00 
Totals $19,690.00 $18,500.00 $19,274.00 
Disbursements for Dec. 
Local Benevolences $ 275.00 $ 30000 $ 
Denominational Benev. 800.00 870.00 870.00 
Local Expenditures 
Salaries 1,300.00 1,400.00 1,365.00 ; 
Other Current Expenses 425.00 475.00 415.25 
Building Expenses 600.00 500.00 375.75 
Religious Education 
Expenses 200.00 185.00 175.00 
Debt Retirement 300.00 300.00 300.00 
. Interest Payment 200.00 200.00 200.00 
Totals $ 4,100.00  $ 4,230.00 3,701.00 
Balance $15,590.00 $14,270.00 $15,573.00 
Net Changes in Liabili- 
ties Recorded 13.00 
Cash Balance $15,590.00 $14,270.00 $15,586.00 
Encumbrances 
Benevolences $ 4,627.00 
Accounts Payable 149.00 
Taxes Payable 229.00 
Annuity Payable 20.00 
Payable to Designated Causes 684.00 
Total $ 5,709.00 
Unobligated Cash Balance $ 9,877.00 
Cash Balance, 12-31-53 (See above) $15,586.00 


Bank Balance, 12-31-53 


XXXXXXX 

Less Outstanding Checks XXXXX 

Other Differences XXXXX 
Adjusted Bank Balance $15,586.00 


Illustration V 
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IV. OTHER CONSIDERATIONS 
A, Special Funds. 


Problems arise where special funds such as those for buildings, 
bond retirement, or other purposes are handled. These should be 
kept in separate bank accounts and separate records should be 
maintained for them much as would be the case for any institution 
requiring the use of fund accounting procedures. Limitation of 
space, however, precludes a detailed treatment of these aspects 
of church accounting. For that reason the procedures for main- 
taining memo account groups for fixed assets and fixed liabiltites 
have also been omitted from this article. Information relative to 
these account groups and special funds can be obtained from 
almost any text dealing with the subject of fund accounting. 


B. Securing the Necessary Personnel. 


Although the system as outlined has been streamlined to save 
time and effort, it will be observed that at least three volunteer 
workers, each of whom is willing to spend at least five to ten hours 
per month in serving his church are still needed. The procure- 
ment of such personnel is often an acute problem. It will be neces- 
sary for the congregation and its leaders to recognize the impor- 
tance of the record keeping tasks in the churclt. The pastor should 
cast his influence toward encouraging stewardship of time as well 
as money as a Christian virtue. These attitudes can help in the 
task of securing adequate personnel. It is also generally felt that, 
if office tenure is limited to a definite term with rotation of person- 
nel required, people will be less reluctant to accept the responsibili- 
ties involved. A clearly defined procedures manual can aid materi- 
ally in making such a rotation plan possible without jeopardizing 
the quality of the work performed. 

In the larger churches a staff of sufficient size to provide these 
services can be hired. Office personnel can be trained for the re- 
ceiving and disbursing operations without too much difficulty. 
These duties can thus be the part-time responsibilities of mem- 
bers of the office clerical staff. A person with some accounting 
background would, of course, have to be given the responsibility 
of -serving as controller. An accountant -front the. congregation 
can-be-given the task of seeing that responsibilities are properly 
divided among members of the paid: staff in such a situation. 
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V. CONCLUSION 


From the preceding discussion it may well be concluded that 
the businessman has many opportunities for employing his talents 
within his church. He can be instrumental in organizing and 
operating a sound, simplified accounting system such as the one 
discussed in this article. As a group, businessmen can give the 
church sound business management by accepting responsibilities 
as officers. The accountant can provide his services as an auditor 
or controller within his church. Yes, each individual businessman 
can do a lot for his church by putting into its operations the same 
feeling of responsibility for a job well done that he puts into a 
business venture of his own. If he will give his time and talents 
to this much-neglected phase of church work, his church will 
operate more effectively. It will more nearly achieve its objective 
of providing a Christian influence in the world. 
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